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Home and Community-Based Services - States Seek 
to Change the Face of Long-Term Care: Texas 

Summary 

Demographic challenges posed by the growing elderly population and demands 
for greater public commitment to home and community-based care by persons with 
disabilities of all ages have drawn the attention of federal and state policymakers for 
some time. Spending on long-term care by both the public and private sectors is 
significant. In 2001, spending for long-term care services for persons of all ages 
represented 12.2% of all personal health care spending (almost $152 billion of $1.24 
trillion). Federal and state governments accounted for almost two-thirds of all 
spending. By far, the primary payor for long-term care is the federal-state Medicaid 
program, which paid for almost half of all long-term care spending in 2001. 

Many states have devoted significant efforts to respond to the desire for home 
and community-based care for persons with disabilities and their families. 
Nevertheless, financing of nursing home care, chiefly by Medicaid, still dominates 
most states’ spending for long-term care today. To assist Congress understand issues 
that states face in providing long-term care services, the Congressional Research 
Service (CRS) undertook a study of 10 states in 2002. This report, one in a series of 
ten state reports, presents background and analysis about long-term care in Texas. 

Ten percent of the Texas population is 65 and older. The state has a large, 
rapidly growing elderly population, estimated to reach 4.4 million, or 16.1% of the 
state’s total population in 2025. Medicaid spending for long-term care in FY2001 
was $3.3 billion - 28.5% of all Medicaid spending. Medicaid spending for 
institutions was more than 70% of Medicaid long-term care spending and more than 
20% of all Medicaid spending in FY 200 1 . Spending for home and community-based 
services has increased rapidly in recent years and represented 29.2% of Texas long- 
term care spending in FY2001, primarily due to increased use of the Medicaid 
Section 1915(c) home and community based waiver program. From FY1990 to 
FY2001 spending for this program increased from less than 1% to over 21% of all 
Medicaid long-term care spending in Texas. 

Texas provides a wide range of services in the home and community to about 
100,000 adults with disabilities. Despite this, the state has significant overcapacity 
in its nursing home industry. As a result, the nursing home occupancy rate is quite 
low - 68.5% in 2000. The state continues to serve many persons with developmental 
disabilities in large state institutions and has no plans to close any facilities in the 
foreseeable future. 

Interviews with state officials and a review of state reports highlighted a number 
of issues including: an imbalance in Medicaid financing favoring institutional care, 
rather than home and community-based care; a shortage of frontline long-term care 
workers; and waiting lists for home and community-based services. 

The 10-state study was funded in part by grants from the Jewish Healthcare 
Foundation and the U.S. Department of Health and Human Services, Health 
Resources and Services Administration, Office of Rural Health Policy. 
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Preface 



Demographic challenges posed by the growing elderly population and demands 
for greater public commitment to home and community-based care by persons with 
disabilities of all ages have drawn the attention of federal and state policymakers for 
some time. Spending on long-term care by both the public and private sectors is 
significant. In 2001, spending for long-term care services for persons of all ages 
represented 12.2% of all personal health care spending (almost $152 billion of $1.24 
trillion). Federal and state governments accounted for almost two-thirds of all 
spending. By far, the primary payor for long-term care is the federal- state Medicaid 
program, which paid for almost half of all U.S. long-term care spending in 2001. 

Federal and state Medicaid spending for long-term care was about $75 billion, 
representing over one-third of all Medicaid spending, in FY2001. Over 70% of 
Medicaid long-term care spending was for institutions - nursing homes and 
intermediate care facilities for the mentally retarded (ICFs/MR). Many believe that 
the current federal financing system paid through Medicaid is biased toward 
institutional care. State governments face significant challenges in refocusing care 
systems, given the structure of current federal financing. Many states have devoted 
significant efforts to change their long-term care systems to expand home and 
community-based services for persons with disabilities and their families. 
Nevertheless, financing of nursing home care - primarily through the Medicaid 
program - still dominates most states’ spending in long-term care today. 

While advocates believe that the federal government should play a larger role 
in providing support for home and community-based care, Congress has not yet 
reached consensus on whether or how to change current federal policy. Congress 
may continue an incremental approach to long-term care, without major federal 
involvement, leaving to state governments the responsibility for developing strategies 
that support home and community-based care within existing federal funding 
constraints and program rules. 

To help Congress review various policy alternatives and to assist policymakers 
understand issues that states face in development of long-term care services, the 
Congressional Research Service (CRS) undertook a study of ten states in 2002. The 
research was undertaken to look at state policies on long-term care as well as trends 
in both institutional and home and community-based care for persons with 
disabilities (the elderly, persons with mental retardation, and other adults with 
disabilities). The research included a review of state documents and data on long- 
term care, as well as national data sources on spending. Interviews were held with 
state officials responsible for long-term care, a wide range of stakeholders and, in 
some cases, members or staff of state legislatures. 

The 10 states included in the study are: Arizona, Florida, Illinois, Indiana, 
Louisiana, Maine, Oklahoma, Oregon, Pennsylvania, and Texas. States were chosen 
according to a number of variables, including geographic distribution, demographic 
trends, and approaches to financing, administration and delivery of long-term care 
services. 

This report presents background and analysis about long-term care in Texas. 
Reports on the other nine state s and an overview report will be available during 2003 . 
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Home and Community-Based Services - 
States Seek to Change the Face of 
Long-Term Care: Texas 

Introduction: Federal Legislative Perspective 



States choosing to 
modify their programs for 
long-term care face 
significant challenges. 

Financing of nursing home 
care has dominated long-term 
care spending for decades. 

The federal financing 
structure that created 
incentives to support 
institutional care reaches 
back to 1965. A number of 
converging factors have 
supported reliance on nursing 
home spending. Prior to 
enactment of Medicaid, 
homes for the aged and other 
public institutions were 
financed by a combination of direct payments made by individuals with their Social 
Security Old Age Assistance (OAA) benefits, and vendor payments made by states 
with federal matching payments on behalf of individuals. The Kerr-Mills Medical 
Assistance to the Aged (MAA) program, enacted in 1960, a predecessor to Medicaid, 
allowed states to provide medical services, including skilled nursing home services, 
to persons who were not eligible for OAA cash payments, thereby expanding the 
eligible population. 1 

In 1965, when Kerr-Mills was transformed into the federal-state Medicaid 
program. Congress created an entitlement to skilled nursing facility care under the 
expanded program. The Social Security Amendments of 1965 required that states 
provide skilled nursing facility services and gave nursing home care the same level 
of priority as hospital and physician services. Amendments in 1967 allowed states 
to provide care in “intermediate care facilities” (ICFs) for persons who did not need 
skilled nursing home care, but needed more than room and board. In 1987, Congress 
eliminated the distinction between skilled nursing facilities and intermediate care 



The Social Security Amendments of 1965, which 
created the Medicaid program, required states to 
provide skilled nursing facility sendees under their 
state Medicaid plans, and gave nursing home care the 
same level of priority as hospital and physician 
sendees. 

“Section 1902 (a) A State plan for medical assistance 
must provide for inclusion of some institutional and 
some noninstitutional care and sendees, and, effective 
July 1, 1967, provide (A) for inclusion of at least . . . 
(1) inpatient hospital services . . .; (2) outpatient 
hospital sendees; (3) other laboratory and X-ray 
sendees; (4) skilled nursing home services (other than 
sendees in an institution for tuberculosis or mental 
diseases) for individuals 21 years of age or older; (5) 
physicians’ services . . . P.L. 89-97, July 30, 1965. 



'CRS Report 83-181, Nursing Home Legislation: Issues and Policies, by Maureen Baltay. 
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facilities (effective in 1990). As a result of these various amendments, people 
eligible under the state’s Medicaid plan are entitled to nursing home facility care; that 
is, if a person meets the state’s income and asset requirements, as well as the state’s 
functional eligibility requirements for entry into a nursing home, he or she is entitled 
to the benefit. 

These early legislative developments were the basis for the beginnings of the 
modem day nursing home industry. Significant growth in the number of nursing 
homes occurred during the 1960s - from 1960 to 1970, the number of homes more 
than doubled, from 9,582 to almost 23,000, and the number of beds more than 
tripled, from 331,000 to more 
than one million. 2 (Today 
there are about 17,000 nursing 
homes with 1.8 million 
beds. 3 ) 

During the latter part of 
the 1960s and the 1970s, 
nursing home care attracted a 
great deal of congressional 
oversight as a result of 
concern about increasing 
federal expenditures, and a 
pattern of instances of fraud 
and abuse that was becoming 
evident. Between 1969 and 1976, Senator Frank Moss, then-Chairman of the 
Subcommittee on Long-Term Care of the Senate Special Committee on Aging, held 
30 hearings on problems in the nursing home industry. 4 

Home care services received some congressional attention in the authorizing 
statute - home health care services were one of the optional services that states could 
provide under the 1965 law. Three years later in 1968, Congress amended the law 
to require states to provide home health care services to persons entitled to skilled 
nursing facility care as part of their state Medicaid plans (effective in 1970). During 
the 1970s, the Department of Health, Education and Welfare (now Health and 
Human Services, DHHS) devoted attention to “alternatives to nursing home care” 
through a variety of federal research and demonstration efforts. These efforts were 
undertaken not only to find ways to offset the high costs of nursing facility care, but 



Since its inception , Medicaid has been the predominant 
payor for nursing home care. In 1970, over$l billion was 
spent on nursing home care through Medicaid and 
Medicare. Federal and state Medicaid payments 
accounted for almost all of this spending - 87%. Medicaid 
spending for nursing home care grew by 50% in the three- 
year period beginning in 1967. 

In FY2001, Medicaid spent $53.1 billion on institutional 
care (for nursing homes and care in intermediate care 
facilities for the mentally retarded). 



2 U.S. Congress, Senate Special Committee on Aging, Developments in Aging, 1970, 
Report 92-46, Feb. 16, 1970, Washington, cited from the American Nursing Home 
Association Fact Book, 1969-1970. 

’American Health Care Association, Facts and Trends 2001, The Nursing Facility 
Sourcebook , 200 1 , W ashington. The number of nursing homes is for 1 999-2000 and number 
of beds is for 1998. (Hereafter referred to as American Health Care Association. The 
Nursing Facility Sourcebook.) 

4 U.S. Congress, Senate Special Committee on Aging, Nursing Home Care in the United 
States: Failure of Public Policy, Washington, 1974, and supporting papers published in 
succeeding years. 
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also to respond to the desires of persons with disabilities to remain in their homes and 
in community settings, rather than in institutions. However, it was not until 1981 that 
Congress took significant legislative action to expand home and community-based 
services through Medicaid when it authorized the Medicaid Section 1915(c) home 
and community-based waiver program. 

Under that authority (known then as the Section 2176 waiver program), the 
Secretary of DHHS may waive certain Medicaid state plan requirements to allow 
states to cover a wide range of home and community-based services to persons who 
otherwise meet the state’s eligibility requirements for institutional care. The waiver 
provision was designed to alter the bias in the Medicaid program that favored 
institutional care over care in home and community-based settings. Services include: 
case management, personal care, homemaker, home health aide, adult day care, 
habilitation, environmental modifications, among many others. 5 These services are 
covered as an option of states, and under the law, persons are not entitled to these 
services as they are to nursing facility care. Moreover, states are allowed to set cost 
caps and limits on the numbers and types of persons to be served under their wavier 
programs. 

Notwithstanding wide use of the Section 1915(c) waiver authority by states over 
the last two decades, total spending for Medicaid home and community-based 
services waivers is significantly less than institutional care - about $14.4 billion in 
2001, compared to $53.1 billion for nursing facility care services and care for persons 
with mental retardation in intermediate care facilities (ICFs/MR). Despite this 
disparity in spending, in many states the Section 1915(c) waiver program is the 
primary source of financial support for a wide range of home and community-based 
services, and funding has been increasing steadily. Federal and state Medicaid 
support for the waiver programs increased by over 807% from FY1990 to FY2001 
(in constant 2001 dollars). 

The home and community-based waiver program has been a significant source 
of support to care for persons with mental retardation and developmental disabilities 
as states have closed large state institutions for these persons over the last two 
decades. Nationally, in FY2001, almost 75% of Section 1915(c) waiver funding was 
devoted to providing services to these persons. 

States administer their long-term care programs against this backdrop of federal 
legislative initiatives - first, the entitlement to nursing home care, and requirement 
to provide home health services to persons entitled to nursing home care, and, 
second, the option to provide a wide range of home and community-based services 



5 States may waive the following Medicaid requirements: (1) statewideness - states may 
cover services in only a portion of the state, rather than in all geographic jurisdictions; (2) 
comparability of services - states may cover state-selected groups of persons, rather than all 
persons otherwise eligible; and (3) financial eligibility requirements - states may use more 
liberal income requirements for persons needing home and community-based waiver 
services than would otherwise apply to persons living in the community. For further 
information, see CRS Report RL31 163, Long-Term Care: A Profile of Medicaid 1915(c) 
Home and Community -based Sendees Waivers, by Carol O’Shaughnessy and Rachel Kelly. 
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through waiver of federal law, within state-defined eligibility requirements, service 
availability, and limits on numbers of persons served. 




